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President-elect Vicente Fox is expected to implement significant changes to the system of
government development banks to increase their financial viability and make them more responsive
to the needs of the Mexican population. The system includes six institutions: the Banco Nacional de
Comercio Exterior (Bancomext), Nacional Financiera (Nafin), Banco Nacional de Obras y Servicios
(Banobras), Banco Nacional de Desarrollo Rural (Banrural), Banco del Ejercito (Banjercito), and
Financiera Nacional Azucarera (Fina). The six banks have incurred significant losses over the years,
in large part from mismanagement and a large amount of unrecoverable overdue debt.
The amount of unrecoverable loans has risen to 7 billion pesos (US$727.6 million), in addition to
another 10 billion pesos (US$1.03 billion) in loans considered "risky," the Secretaria de Hacienda y
Credito Publico (SHCP) recently reported. But the Comision Nacional Bancaria y de Valores (CNBV)
said the financial performance of the development banks as a whole has shown some improvement
during the past year, paring losses to only 370.8 million pesos (US$38.55 million) in the first half of
this year, compared with losses of 1.1 billion pesos in January-June 1999.
Some banks could be merged
Members of the Fox transition team said changes contemplated for these institutions include
some mergers. "There is considerable duplication of functions among these banks," said Eduardo
Sojo, one of Fox's chief economic advisors. "We are going to make this system of development
banks more efficient and more compact, with the primary intention of providing support for
microenterprises and small businesses," Sojo told the daily newspaper Excelsior. "These are the
types of businesses that will help spark our economic expansion."
The strongest option under discussion would combine the operations of Bancomext and Nafin,
which serve many of the same clients. "This proposal is viable if [the Fox administration] wants to
use these banks as a tool for economic development," Bancomext director Enrique Vilatela Riba told
the daily business newspaper El Economista. A similar plan under consideration by legislators from
Fox's center-right Partido Accion Nacional (PAN) would merge Bancomext, Nafin, and Banobras
into a single institution.
Both the PAN legislators and the Fox transition team have proposed retaining Banrural as a single
institution but modifying its mandate to work more closely to support and regulate the informal
credit unions (cajas de ahorro), which are more prevalent in rural areas. Some of these savings
cooperatives have been used to defraud primarily low-income depositors of their savings (see
SourceMex, 2000-10-04).
The proposal to overhaul the development banks is also expected to receive support from legislators
from the center- left Partido de la Revolucion Democratica (PRD). PRD legislators say these
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institutions do not serve the public when only one-third of their total loans in 1999 were channeled
to private companies or the social sector. They said the other two-thirds of the loans went to
government- related institutions.
The Fox plan to consolidate operations of development banks has a precedent. In April 1998, the
Chamber of Deputies approved closing the Banco Nacional de Comercio Interior (BNCI) and
transferring all its functions to Nafin (see SourceMex, 1998-05-06). The closure of the BNCI proved
costly to the government, which had to allocate more than 11.6 billion pesos (US$1.2 billion) to cover
the institution's outstanding obligations.
Miguel Luis Anaya, director of the development-bank division of the Secretaria de Hacienda
y Credito Publico (SHCP), said these funds were in addition to the 31 billion pesos (US$3.22
billion) spent during President Ernesto Zedillo's administration to cover the debts of three other
development banks: Nafin, Banrural, and Banco del Ejercito. [Note: Peso-dollar conversions in
this article are based on the Interbank rate in effect on Oct. 25, reported at 9.62 pesos per US$1.00]
(Sources: Proceso, 09/24/00; El Economista, 08/04/00, 08/18/00, 08/22/00, 09/05/00, 09/08/00, 09/18/00,
10/04/00, 10/19/00; Excelsior, 08/18/00, 09/14/00; La Jornada, 08/11/00, 09/14/00; El Financiero,
09/14/00)
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